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Federal Communications Commission 
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Via Federal Express 

Re: Request for Review of Schools and Libraries Division / USAC 
Commitment Adjustment Letter dated October 15,2004 

CC Docket No. 02-6 
Service Provider: AMI Electrical & Telecom, Inc. 
Service Provider Number: 143009885 
Form 471 Application Number: 345033 
Funding Year 2003: 07/01/2003 - 06/30/2004 /- 

Gentlemen: 

Please accept this Request for Review as notice that Service Provider, AMI Electrical & 
Telecom, Inc. (“AMI”), challenges the funding decision contained in the School and Libraries 
Division’s (“SLD”) Commitment Adjustment Letter dated October 15,2004. 

Funding Request Number 990083 sought $499,2 16.14 for telecommunications services for Elk 
Hills Elementary School District (“Elk Hills”). These services were to be provided by AMI 
Electrical & Telecom, Inc. The SLD approved funding for the aforementioned project. On 
October 15, 2004, AMI was notified that the SLD had rescinded its previous funding 
commitment. As the basis for its decision to rescind the funding commitment, the SLD states, in 
its Commitment Adjustment Letter, that “Since Elk Hills share of the cost was to be provided by 
a grant that was funded by its service provider, these funds were to come indirectly from Elk 
Hills service provider and were not independent of Elk Hills service provider . . .” 
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The SLD’s funding determination is erroneous for the following reasons: 

AMI Did Not Fund The Grant Obtained By Elk Hills Elementary School District 

The Applicant, Elk Hills, obtained a grant to fund its share of the project costs. Although AMI 
agreed to help Elk Hills obtain a grant for its share of the funding requirement, the grant was 
provided by Liberal Housing, Inc. Subsequent to the SLD issuing its aforementioned 
Commitment Adjustment Letter, Elk Hills returned these funds to Liberal Housing, Inc. 
(attached hereto is a copy of the Elk Hills warrant payable to Liberal Housing, Inc. for its share 
of the fund requirement). Liberal Housing Inc. is a tax-exempt nonprofit corporation (attached 
hereto is a copy of an IRS letter recognizing Liberal Housing, Inc.’s tax-exempt status). Liberal 
Housing, Inc. exists to provide low-income families with affordable housing, as well as, to 
“assist in the advancement of education and to enhance the education of students, especially 
those students in low-income areas, by educating and expanding public awareness of 
technology, and extending technology to schools, districts, and libraries through computers, 
internet access and other mediums of technology . . “ (emphasis added) attached hereto are 
copies of Liberal Housing, Inc.’s Articles of Incorporation and Certificate of Amendment of 
Articles of Incorporation). At no time did AMI provide funding to Liberal Housing, Inc. 

Therefore, there are no facts that support the SLD’s determination that AMI funded the grant 
which Liberal Housing, Inc. provided to Elk Hills. 

SLD Funding Rules and Repulations Explicitly Allow For a Relationship Between AMI and 
Liberal Housing, Inc. 

On its website, the SLD provides advisory information for applicants and service providers 
regarding prohibited practices. In its Free Services Advisory section, the LSD states, “Program 
rules do not restrict applicants from accepting grants from bona fide organizations, nor do they 
restrict service providers from attempting to help applicants obtain grants from such 
organizations, so long as the grants organizations are independent of the service provider” 
(emphasis added). The language of this advisory instruction is clear and unambiguous: either the 
grant or the organization must be independent of the service provider; not both. Given the clear 
and unambiguous language of the advisory, the SLD must have envisioned situations where 
either the grant or the organization would not be independent of the service provider. Therefore, 
situations where the service provider has a relationship with the organization are allowed as long 
as the grant is independent. And, conversely, circumstances in which a relationship exists 
between the service provider and the grant are allowed as long as the service provider is 
independent of the organization. 
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In the present matter, the grant was provided to Elk Hills by Liberal Housing, Inc. Liberal 
Housing is a separate and distinct legal entity - an entity independent of the service provider, 
AMI. Likewise, the grant provided by Liberal Housing was not funded by the service provider, 
AMI. Therefore, given the facts of the present matter, both the grant and the organization are 
independent of the service provider, AMI. Therefore, the SLD’s determination that the grant 
provided to Elk Hills was not independent of the service provider, AMI, is not supported by the 
factual circumstances. 

In conclusion, the basis set forth in the SLD’s decision letter is not supported by the true facts. 
The grant money awarded to Elk Hills by Liberal Housing, Inc. was funded by AMI. AMI 
has never contributed money to Liberal Housing, Inc. Consequently, the SLD’s determination 
that AMI funded Elk Hill’s grant money is erroneous and does not support the SLD’s rescission 
of its funding of the Elk Hills program. 

Furthermore, the facts demonstrate that service provider, AMI, is a separate and independent 
entity from the funding organization, Liberal Housing, Inc. Similarly, the facts establish that 
AMI has never contributed money to Liberal Housing. Therefore, it is impossible that any 
relationship exists between service provider AMI and the grant provided to Elk Hills. Thus, the 
SLD’s contention that the funds provided to Elk Hills were not independent of AMI is erroneous; 
and, therefore, its decision to rescind the funding for the Elk Hills program is itself erroneous. 

Based on the foregoing, the SLD’s decision to rescind the Elk Hills funding commitment should 
be reversed. 

’T 
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INTERNAk REVENUE SERVICE 
P. 0. BOX 2508 
CINCINNATI, OH 45201 

DEPARTMENT OF THE TREASURY 

LIBERAL HOUSING, INC 
C/O FRANK D GRANATO 
701 SOUTH PARKER ST SUITE 6000 
ORANGE, CA 92868-4741 

Employer I dent i f ica t i o n  Number : 

DLN : 

Contact Person: 

Contact Telephone Number: 

Accounting Period Ending: 

Foundation Status Classification: 

Advance Ruling Period Begins: 

Advance Ruling Period Ends: 

Addendum Applies: 

41-2059179 

604113008 

WAYNE WHITE ID# 75907 

(877) 829-5500 

December 3 1 

509(a) (1) 

December 16, 2002 

December 31, 2006 

N/A 

Dear Applicant: 

Based on information you supplied, and assuming your operations will be as 
stated in your application for recognition of exemption, we have determined you 
are exempt from federal income tax under section 501(a) of the Internal Revenue 
Code as an organization described in section 501(c)(3). 

Accordingly, during an advance ruling period you will be treated as a 
publicly supported organization, and not as a private foundation. This advance 
ruling period begins and ends on the dates shown above. 

Within 90 days after the end of your advance ruling period, you must 
send us the information needed to determine whether you have m e t  the require- 
ments of the applicable support test during the advance ru l ing  period. If you 
establish that you have been a publicly supported organization, we will classi- 
fy you as a section 509(a)(l) or 509(a)(2) organization as long as you continue 
to meet the requirements of the applicable support t e s t .  If you do not meet 
the public support requirements during the advance ruling period, we will 
classify you as a private foundation for future periods. Also, if we classify 
you as a private foundation, we will treat  you as a private foundation from 
your beginning date for purposes of section 507(d) and 4940.  

Grantors and contributors may rely on o u r  determination that you are not a 
private foundation until 90 days after the end of your advance ruling period. 
If you send us the required information within the 90 days, grantors and 
contributors may continue to rely on the advance determination until we make 
a final determination of your foundation status. 

If we publish a notice in the Internal Revenue Bulletin stating that we 
will no longer treat you as a publicly supported organization, grantors and 
contributors may not rely on this determination after the date we publish the 

Letter 1045 (DO/CG) 
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LIBERAL HOUSING, INC 

notice. In addition, if you lose your status as a publicly supported organi- 
zation, and a grantor or contributor was responsible for, or was aware of, the 
act or failure t o  act, that resulted in your loss of such status, that person 
may not rely on this determination from the date of the act or failure to act. 
Also, if a grantor or contributor learned that we had given notice that you 
would be removed from classification as a publicly supported organization, then 
that person may not rely on this determination as of the date he or she 
acquired such knowledge. 

If you change your sources of support, your purposes, character, or method 
of operation, please let us know so we can consider the effect of the change on 
your exempt status and foundation status. I f  you amend your organizational 
document or bylaws, please send us a copy of the amended document or bylaws. 
Also, let us know all changes in your name or address. 

As of January 1, 1984, you are liable for social security taxes under 
the Federal Insurance Contributions Act on amounts of $100 or more you pay to 
each of your employees during a calendar year. You are not liable for the tax 
imposed under the Federal Unemployment Tax A c t  (FUTA).  

Organizations that are not private foundations are not subJect to the pri- 
vate foundation excise taxes under Chapter 42 of the Internal Revenue Code. 
However, you are not automatically exempt from other federal excise taxes. If 
you have any questions about excise, employment, or other federal taxes, please 
let us know. 

Donors may deduct contributions to you as provided in section 170 of the 
Internal Revenue Code. Bequests, legacies, devises, transfers, or gifts to you 
or for your use are deductible for Federal estate and gift tax purposes if they 
meet the applicable provisions of sections 2055, 2106, and 2522 of the Code. 

Donors may deduct contributions to you only to the extent that their 
contributions are gifts, with no consideration received. Ticket purchases and 
similar payments in conjunction with fundraising events may not necessarily 
qualify as deductible contributions, depending on the circumstances. Revenue 
Ruling 6 7 - 2 4 6 ,  published in Cumulative Bulletin 1967-2, on page 104, gives 
guidelines regarding when taxpayers may deduct payments for admission to, or 
other participation in, fundraising activities for charity. 

You are not required to file Form 990, Return of Organization Exempt From 
Income Tax, if your gross receipts each year are normally $25,000 or less. If 
you receive a Form 990 package in the mail, simply attach the label provided, 
check the box in the heading to indicate that your annual gross receipts are 
normally $25 ,000  or less, and s i g n  the return. Because you will be treated as 
a public charity for return filing purposes during your entire advance ruling 
period, you should file Form 990 for each year in your advance ruling period 
that you exceed the $25 ,000  filing threshold even if your sources of support 
do not satisfy the public support test specified in the heading of this letter. 

month after the end of your annual accounting period. A penalty of $20 a day 
If a return is required, it must be filed by the 15th day of the fifth 
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LIBERAL HOUSING, INC 

is charged when a return is filed late, unless there is reasonable cause for 
the delay. However, the maximum penalty charged cannot exceed $ 1 0 , 0 0 0  or 
5 percent of your gross receipts for the year, whichever is less. For 
organizations with gross receipts exceeding $1,000,000 in any year, the penalty 
is $100 per day per return, unless there is reasonable cause for the delay. 
The maximum penalty for an organization with gross receipts exceeding 
$1,000,000 shall not exceed $50,000. This penalty may also be charged if a 
return is not complete. S o ,  please be sure your return is complete before you 
file it. 

You are not required t o  file federal income tax returns unless you are 
subject to the tax on unrelated business income under section 511 of the Code. 
If you are subject to this tax, you must file an income tax return on Form 
990-T, Exempt Organization Business Income Tax Return. In this letter we are 
not determining whether any of your present or proposed activities are unre- 
lated trade or business as defined in section 513 of the Code. 

You are required to make your annual information return, Form 990 or 
Form 990-EZ. available for public inspection for three years after the later 
of the due date of the return or the date the return is filed. You are also 
required to make available for public inspection your exemption application, 
any supporting documents, and your exemption letter. Copies of these 
documents are also required to be provided to any individual upon written or in 
person request without charge other than reasonable fees for copying and 
postage. 
Internet. Penalties may be imposed for failure to comply with these 
requirements. Additional information is available i n  Publication 557, 
Tax-Exempt Status for Your Organization, or you may call our toll free 
number shown above. 

You may fulfill this requirement by placing these documents on the 

You need an employer identification number even if you have no employees. 
If an employer identification number was not entered on your application, we 
will assign a number to you and advise you of it. Please use that number on 
all returns you file and in all correspondence with the Internal Revenue 
Service. 

If we said in the heading of this letter that an addendum applies, the 
addendum enclosed is an integral part of this letter. 

Because this letter could help us resolve any questions about your exempt 
status and foundation status, you should keep it in your permanent records. 

We have sent a copy of this letter to your representative as indicated 
in your power of attorney. 

Letter 1045 (DO/CG) 
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LIBERAL HOUSING, INC 

I f  you have any quest ions ,  please contact the person whose name and 
telephone number are shown i n  the heading of t h i s  letter.  

Sincerely yours, 

Lois G .  Lerner 
Director, Exempt Organizations 

Rulings and Agreements 

Enclosure( s )  : 
Form 872-C 

Letter 1045 (DO/CG) 



ARTICLES OF INCORPORATION 
OF 

LIBERAL HOUSING, INC. 
A Nonprofit Public Benefit Corporation 

ARTICLE I 

BUG 0 7  2002 

BILL %4?& JONES, 8 ry of State 

The name of this corporation is LIBERAL HOUSING, MC. 

ARTICLE I1 

The name and address in the State of California of this corporation’s initial agent for 
service of process is Frank D. Granato, Esquire, 701 S. Parker Street, Suite 6000, 
Orange, CA 92868-4741. 

ARTICLE HI 

A. This corporation is a nonprofit PUBLIC BENEFIT CORPORATION and is not 
organized for the private gain of any person. It is organized under the Nonprofit 
Public Benefit Corporation Law for public purposes. 

13. The specific purpose of this corporation is to build new housing and renovate existing 
housing for rent or sale to low income families on long-term, low payment plans; and 
thereby improve the quality of life of residents and neighborhoods via the 
development and operation of affordable housing. 

C. This corporation is organized exclusively for one or more of the purposes as specified 
in Section 501(c)(3) of the Internal Revenue Code, including, for such purposes, the 
making of distributions to organizations that qualify as exempt organizations under 
section 501(c)(3) of the Internal Revenue Code, or corresponding section of any 
future federal tax code. 

ARTICLE IV 

A. The corporation shall have no members. The management of the affairs of the 
corporation shall be vested in a Board of Directors, as defined in the corporation’s 
bylaws. No Director shall have any right, title, or interest in or to any property o f  the 
corporation. 

B. Members of the first Board of Directors shall serve until the first annual meeting, at 
which their successors are duly elected and qualified, or removed as provided in the 
bylaws. 



C. No Director of this corporation shall be personally liable for the debts or obligations 
of this corporation of any nature whatsoever, nor shall any of the property of the 
Director be subject to the payment of the debts or obligations of this corporation. 

ARTICLE V 

The period of the duration of this corporation is perpetual. 

ARTICLE VI 

The classes, rights, privilegcs, qualifications and obligations of members of this 
corporation shall be stated in the bylaws of this corporation. 

ARTICLE VI1 

A. No substantial part bf the activities of this corporation shall consist of carrying on 
propaganda, or otherwise attempting to influence legislation and the corporation shall 
not participate or intervene in any political campaign (including the publishing or 
distribution of statements) on behalf of any candidate for public offce. 

B. No part of the net earnings of the organization shall inure to the benefit of, or be 
distributable to its members, hustees, officers, or other private persons, except that 
the organization shall be authorized and empowered to pay rcasonablc compensation 
for services rendered and to make payments and distributions in furtherance of the 
purpose set forth in the purpose clause hereof. 

C. Notwithstanding any other provision of this document, the organization shall not 
carry on any other activities not pcrmitted to be carried on (a) by an organizatjon 
exempt from federal income tax under section 501(c)(3) ofthe Internal Revenue 
Code, corresponding section of any future federal tax code, or (b) by an organization, 
contributions to which are deductible under section 170(c)(2) of the Internal Revenue 
Code, or corresponding section of ally future federal tax code. 

ARTICLE VI11 

Upon the dissolution of the organization, assets shall be distributed for me or more 
exempt purposes within the meaning of section 501(c)(3) of the Internal Revenue 
Code, or corresponding section of any future federal tax code, or shall be distributed 
to the federal government, or to a state or local government, for a public purpose. Any 
such assets not disposed of by the District Court of the county in which the principal 
office of the organization is then located, exclusively for such purposes or tosuch 
organization or organizations, as said court shall determine, which are organized and 
operated exclusively for such purposes. 



The undersigned incorporator hereby declares under penalty of perjury that the 
statements in the foregoing Articles of Incorporation are true. 

August 6, 2002 DATED: 
FRANK D. GRANATO, ESQ. 
Incorporator 



CERTIFICATE OF AMENDMENT' OEC 1 G 2002 OF ARTICLES OF INCORPORATION 
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The undersigned certify that: 

1. They are the president and the secretary, respectively, of Liberal Housing, Inc., a 
California corporation. 

2. Article III of the Articles of Incorporation of this corporation is amended to read as 
follows : 

A. This corporation is a nonprofit PUBLIC BENEFl" CORPORATION and is not 
organized for the private gain of any person. It is organized under the Nonprofit 
Public Benefit Corporation Law for public purposes. 

B. The specific and primary purposes for which the Corporation is organized and shall 
be operated are as follows: (1) to build new housing and renovate existing housing for 
rent or sale to low income families on long-term, low payment plans. And thereby 
improve the quality of life of residents and neighborhood Via the development and 
operation of affordable housing; (2) to assist in the advancement of education and to 
enhance the education of students, especially those students in low-income areas, by 
educating and expanding public awareness of technology, and extending technology 
to schools, districts, and libraries through computers, internet access, and other 
mediums of technology that exist and will be developed in the future; (3) to assist in 
the advancement of education by assisting schools, districts, and libraries in obtaining 
funding through gifts, donations, grants and other lawful means, for the purpose of 
acquiring, maintaining, and managing various mediums of existing and developing 
technology; and, (4) to engage in any and all lawful activities incidental to the 
foregoing purposes except as restricted herein. 

3. The foregoing amendment of Articles of Incorporation has been duly approved by the 
board of directors. 

4. The corporation has no members. 

We further declare under penalty of perjury under the laws of the State of California that 
the matters set forth in this certificate are true and correct of our knowledge. 


